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Before the
FEDERAL COMMUNICATIONS COMMISSION

Washington, D.C. 20554
~\f·. 1j 1995

In the Matter of

Amendment of the Commission's
Rules and Policies To Increase
Subscribership and Usage of the
Public Switched Network

)
)
)
)
)
)

CC Docket No. 95-115

~.-,

REPLY COMMENTS OF
ROCHESTER TELEPHONE CORP.

DOCKET FILE COpy ORIGINAl

Rochester Telephone Corp. ("Rochester") submits this reply to the comments

received in response to the Commission's Notice in this proceeding. 1 While the

Commission correctly raises the issue of how best to maximize subscribership and usage

of the public switched network, the comments make clear that broad new federal mandates

are unnecessary at this time. Moreover, the specific suggestions raised in the Notice -- a

prohibition on disconnection of local service for nonpayment of interstate toll services and

the mandatory offering of toll restriction services are not cost-effective and, indeed, create

more problems than they solve. With respect to the Commission's other proposed

initiatives, the record also makes clear that Commission action is unnecessary at this time.

First, whether the current levels of telephone subscribership require federal

intervention is debatable, at best. Subscribership levels have increased significantly over

the past decade and, today, approximately ninety-four percent of households receive

Amendment of the Commission's Rules and Policies To Increase Subscribership and Usage of the
Public Switched Network, CC Dkt. 95-115, Notice of Proposed Rulemaking, FCC 95-281 (July 20,
1995) ("Notice").
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telephone service.2 In light of the Commission's recognition that a goal of achieving a

penetration rate of one hundred percent would be unrealistic, the Commission needs

realistically to assess whether additional federal requirements would even be helpful in any

effort to increase current penetration levels. Particularly given the relative lack of clarity

regarding the causes underlying decisions not to subscribe to telephone service,3 the

Commission should tread with caution before imposing new requirements that may

unnecessarily burden telecommunications service providers and ratepayers while providing

no offsetting benefits.

Second, the record also makes clear that the two sets of proposals designed to

raise subscribership levels -- prohibiting the denial of local service for nonpayment of toll

services and mandating the offering of toll restriction services -- fail to survive any

reasonable cost-benefit analysis. It is questionable at best whether prohibiting the denial

of local service for nonpayment of toll charges will assist in increasing subscribership

levels. Pennsylvania -- the example cited by the Commission -- has seen only modest

increases in penetration levels over the last decade. 4 Thus, Pennsylvania's current high

subscribership rate is not due to a prohibition that was imposed only relatively recently.

New York -- which has also adopted this policy -- saw its subscribership levels fall

significantly in the two years since it adopted this prohibition. 5 A number of states that

2

3

4

5

7299.1

See, e.g., Bell Atlantic at 1-2; MCI at 4. See also Notice, 111.

See, e.g., Indiana Utility Regulatory Commission at 11-25.

See MCI at 16.

Rochester at 2.
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have not implemented this policy experience subscribership penetration rates higher than

several states that have adopted the prohibition.6 The record is, therefore, far too

inconclusive for the Commission to conclude that prohibiting the denial of local service for

nonpayment of toll service will have any appreciable effect on telephone penetration rates.

The policy, however, carries with it significant costs. One immediate effect of the

adoption of this rule has been a substantial and immediate increase in the rate of

uncollectables. Parties estimate that the uncollectable rate has risen by as much as

threefold in Pennsylvania. 7 Those uncollectables must be borne by someone. Either other

customers of exchange or interexchange carriers must absorb those costs or carriers'

shareholders must absorb them. Neither result is remotely equitable, particularly where

the proposed solution will likely be ineffective in any achieving its stated goal.

In addition, the adoption of such a policy requires the development of billing systems

that are capable of separately tracking local, toll and other services and allocating or

ranking partial payments among different classes of service. Those carriers that have had

to implement such systems have found that this work is expensive and that the ongoing

administrative burdens are substantial.8

The proposed rule also encourages the wrong sort of behavior. If certain people are

6

8
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MCI at 17.

GTE at 36; see also Bell Atlantic at 3; MCI at 15.

See, e.g., Bell Atlantic at 4; GTE at 33-36; Rochester at 4-6.

For this reason as well, the Commission should reject the suggestions (e.g., Maine Public Service
Commission at 3) that it require exchange carriers to develop and maintain mUltiple balance billing
systems.
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aware that there is no risk that their local service will be disconnected for failure to pay

long-distance charges, they will abuse the system. Because of this perverse incentive

structure, adoption of the proposed rule could actually undermine other, voluntary

programs offered by carriers to encourage customers to monitor and budget the their

telephone consumption. Carriers have designed these programs to assist consumers to

be able to pay for their usage. With a major deterrent to nonpayment eliminated, at least

some consumers would have no incentive to take advantage of these offerings.

Requiring exchange carriers to offer toll restriction services also appears to be

unnecessary. The record is replete with examples of carriers offering such services today. 9

Rochester itself offers consumers assistance in the form of deferred payment plans and

the like. 10 It is apparent from the comments that the industry recognizes the importance

of the Commission's policy objective of keeping subscribers on the network and has

responded accordingly. On this basis, a federal mandate is unnecessary.

Moreover, certain of the proposed services -- particularly requiring exchange carriers

to offer toll caps -- would be unworkable and enormously expensive. Many exchange

carriers -- particularly smaller exchange carriers -- today do not have the capability of

offering such services and its development would entail significant expense. 11 In addition,

9

10

11
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See, e.g., USTA at 9-11.

Many of the programs that Rochester offers are required by regulations of the New York Commission,
many of which are expensive and counterproductive, as described herein. Nonetheless, the
existence of some of these programs, together with the understandable reluctance of carriers
summarily to disconnect subscribers, indicates that such voluntary efforts are effective at maintaining
high subscribership levels.

See, e.g.,id. at 10.
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unless such services block all toll calling, they would be ineffective. If only calls carried by

the customer's presubscribed interexchange carrier could be blocked, customers could still

evade the caps by dialing 10XXX or some other alternative dialing arrangement.

Third, the remaining areas of concern identified by the Commission do not warrant

federal intervention at this time. 12 Providing alternative means of access to the public

switched network to highly mobile individuals calls for marketplace -- not governmental --

solutions. The comments demonstrate that a number of companies are responding to

these needs by offering services such as voice mailboxes and debit cards. 13

The Commission should also decline to alter the nature of the existing linkUp and

Lifeline services. Those programs are properly targeted to assist low-income individuals

to connect to and remain on the public switched network. Abolishing means tests or

expanding the programs to cover institutions such as schools and libraries would not be

appropriate. The former would eliminate the narrowly-targeted focus of these programs

and the latter would expand the programs into areas that they were never intended to

cover. To the extent that the appropriate governmental authorities determine that

additional programs or funding are required, the financing to pay for those programs should

come from general tax revenues or, at worst, a competitively-neutral fund to which all

telecommunications services providers are required to contribute.

12

13
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The only exception is that the Commission should aI/ocate additional spectrum for Basic Exchange
Telephone Radio Service and accord it primary status so that this technology could be utilized more
effectively than it is today to provide basic exchange service in extremely high-cost areas. See USTA
at 15.

See, e.g., Pacific at 30-34.
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For the foregoing reasons, the Commission should act upon the proposals

contained in the Notice in the manner set forth herein.

Respectfully submitted,

Attorney for Rochester
Telephone Corp.

180 South Clinton Avenue
Rochester, New York 14646
(716) 777-1028

November 10, 1995
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Certificate of Service

I hereby certify that, on this 10th day of November, 1995, copies of the foregoing
Reply Comments of Rochester Telephone Corp. Were served by first-class mail, postage
prepaid, upon the parties on the attached service list.

flJ6&P4n~
Michael J. Short ey, III
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Service List - CC Docket No. 95-115

Don SchrOer
Alaska Public Utilities
Commission
1016 West Sixth Avenue, Suite
300
Anchorage, Alaska 99501

Craig J. Blakeley
Lauren H. Kravetz
Powell, Goldstein, Frazer &
Murphy
1001 Pennsylvania Avenue, N.W.
Suite 600
Washington, D.C. 20004

Dana E. Twombly, President
Telephone Assoc. of Maine
c/o Standish Telephone Company
P.O. Box 289, Route 25
Standish, Maine 04084-0289

Douglas F. Brent
Worldcom, Inc.
d/b/a LDDS Worldcom

• 9300 Shelbyvile Road, Ste. 700
Louisville, Kentucky 40222

Christopher Simpson
Administrative Director

. Public Utilities Commission
242 State Street
18 State House Station
Augusta, Maine 04333-0018

Lawrence W. Katz
Bell Atlantic
1320 North Court House Road
Eighth Floor
Arlinton, Virginia 22201

Michael J. Karson
Ameritech
Room 4H88
2000 West Ameritech Center Dr.
Hoffman Estates, IL 60196-1025
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Thomas K. Crowe, Esq.
2300 M Street, N.W.
Suite 800
Washington, D.C. 20037

Roger W. Steiner, Esq.
Missouri Public Service
Commission
P.O. Box 360
Jefferson City, Missouri 65102

James P. Longnecker
OptaPhone Systems
1180 Evergreen Road
P.O. Box 4000
Redway, CA 95560

Catherine R. Sloan
Richard S. Whitt
Worldcom, Inc.
d/b/a LDDS WoridCom
1120 Connecticut Avenue, N.W.
Suite 400
Washington, D.C. 20036

William J. Balcerski
NYNEX Telephone Companies
1111 Westchester Avenue
White Plains, NY 10604

Robert M. Lynch
Durward D. Dupre
Darryl W. Howard
Southwestem Bell Telephone Co.
One Bell Center, Suite 3524
St. Louis, Missouri 63101

Theodore N. Stern
Fisher Wayland Cooper Leader &
Zaragoza L.L.P.
2001 Pennsylvania Ave., N.W.
Suite 400
Washington, D.C. 20006
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Steve Hamlen
United Utilities, Inc.
5450 A Street
Anchorage, AK 99518

Brad E. Mutschelknaus
Steven A. Augustino
Wiley, Rein & Fielding
1776 K Street, N.W.
Washington, D.C. 20006

Jean L. Kiddo
Russell M. Blau
Andrew D. Lipman
Swidler & Berlin
3000 K Street, N.W.
Suite 300
Washington, D.C. 20007

James Rowe
Alaska Telephone Association
4341 B Street, Suite 304
Anchorage, AK 99503

Linda Kent
Mary McDermott
Charles D. Cosson
USTA
1401 H Street, N.W.
Suite 600
Washington, D.C. 20005

Mark C. Rosenblum
Peter H. Jacoby
Mart Vaarsi
AT&T Corp.
Room 324511
295 North Maple Avenue
Basking Ridge, NJ 07920

Lon C. Levin
AMSC SUbsidiary Corporation
10802 Park Ridge Boulevard
Reston, Virginia 22091



Cindy Z. Schonhaut
MFS Communications Company,
Inc.
3000 K Street, N.W.
Suite 300
Washington, D.C. 20007

Charles C. Hunter
Kevin S. Dilallo
Hunter & Mow, P.C.
1620 I Street, N.W.
Suite 701
Washington, D.C. 20006

Margot Smiley Humphrey
Koteen & Nattalin
1150 Connecticut Avenue, N.W.
Suite 1000
Washington, D.C. 20036

Richard McKenna, HQE03J36
GTE Service Corporation
P.O. Box 152092
Irving, TX 75015-2092

Cynthia Miller, Esq.
Florida PSC
2540 Shumard Oak Boulevard
Tallahassee, Florida 32399-0850

Patricial Stowell
Office of the Public Advocate
Carvel State Office Building
820 N. French Street, 4th Floor
Wilimington, Delaware 19801

Genevieve Morelli
Competitive Telecommunicatons

• Association
1140 Connecticut Avenue, N.W.
Suite 220
Washington, D.C. 20036

Lucille M. Mates
• Jeffrey B. Thomas

Pacific BellI Nevada Bell
140 New Monthomery Street
Room 1522A
San Francisco, California 94105

Don Sussman
Regulatory Analyst
1801 Pennsylvania Ave., N.W.
Washington, D.C. 20006

Paul Rodgers
Charles D. Gray
James Bradford Ramsay
NARUC
1102 ICC Building
Post Office Box 684
Washington, D.C. 20044

Ann E. Henkener, Esq.
Public Utilities Section
180 East Broad Street
Columbus, OH 43215-3793

Wayne Jortner
Public Advocate
State House Station 112
Augusta, Maine 04333

Robert J. Aamoth
John W. Hunter
Reed Smith Shaw & McClay
1301 K Street, N.W.
Suite 11 00 - East Tower
Washington, D.C. 20005

James L. Wurtz
Margaret E. Garber
1275 Pennsylvania Avenue, N.W.
Washington, D.C. 20004

Gail L. Polivy
1850 M Street, N.W.
Suite 1200
Washington, D.C. 20036

Anthony Marquez
Colorado PUC
Office level 2
1580 logan Street
Denver, Colorado 80203

Jack Shreve
Office of Public Counsel
812 Claude Pepper Bldg.
111 West Madison Street
Tallahassee, FL 32399-1400

Martha S. Hogerty
Office of the Public Counsel
P.O. Box 7800
Jefferson City, Missouri 65102

Lucille M. Mates
Jeffrey B. Thomas
140 New Montgomery St.
Room 1522A
San Francisco, CA 94105

Michael C. Strand
Montana Independent
Telecommunications Systems,
Inc.
519 N. Sanders
P.O. Box 5237
Helena, Montana 59604-5237

Brian G. Kiernan, Vice President
InterDigital Communications
Corp.
2200 Renaissance Blvd., Ste. 105
King of Prussia, PA 19406

James L. Wurtz
Margaret E. Garber
1275 Pennsylvania Ave., N.W.
Washington, D.C. 20004
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Mary E. Burgess
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NY State Dept. Of Public Service
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Albany, New York 12223-1350 .....
B. Robert Piller, Esq.
Gerald A. Norlander, Esq.
Public Utility Law Project of NY
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Albany, New York 12207-2717
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Ellen S. LeVine
California PUC
505 Van Ness Avenue
San Francisco, CA 94102-3298

Joseph P. Markoski
Marc Berejka
Squire, Sanders & Dempsey
1201 Pennsylvania Ave., N.W.
P.O. Box 407
Washington, D.C. 20044

Harold Crumpton
Elizabeth H. Ross
Missouri Public Service

. Commission
P. O. Box 360
Jefferson City, Missouri 65102

Lisa M. Zaina
OPASTCO
21 Dupont Circle, NW

• Suite 700
Washington, D.C. 20036

Maureen A. Scott
Veronica A. Smith
John F. Povilaitis
Pennsylvania PUC
P.O. Box 3265
Harrisburg, PA

Ken McEldowney
Consumer Action
116 New Montgomery St., Suite
233
San Francisco, CA 94105

Bruce Hagen
Susan E. Wefald
Leo M. Reinbold
North Dakota PSC
600 E. Boulevard
Bismarck, NO 58505-0480

John F. Mortell
G. Richard Klein
David E. Ziegner
Indiana Utility Regulatory
Commission
302 West Washington, Ste. E306
Indianapolis. Indiana 46204
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Gerry Anderson
Mid-Rivers Telephone
Cooperative, Inc_
P.O. Box 280
Circle, MT 59215

Richard A. Askoff
National Exchange Carrier Assoc.
100 South Jefferson Road
Whippany, New Jersey 07981

Peggy A. Peckham
Cincinnati Bell Telephone
201 E. Fourth Street
P.O. Box 2301
Cincinatti, Ohio 45201-2301

William W. Wright, Jr.
Consortium for School
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1250 24th Street, NW.
Suite 300
Washington, D.C. 20037

Glenn B. Manishin
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1615 M Street, N.W.
Suite 700
Washington, D.C. 20036
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Jody B. Burton, Esq.
General Service Administration
18th & F Streets, N.W.
Room 4002
Washington, D.C. 20405

Thomas E. Taylor
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2500 PNC Center
201 East Fifth Street
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M. Robert Sutherland
Richard M. Sbaratta
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Inc.
4300 Southern Bell Center
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Atlanta, GA 30375
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National Tel. Cooperative Assoc.
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Washington, D.C. 20037

James R. Troup
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1801 K Street, N.W.
Suite 400K
Washington, D.C. 20006
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